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Home Mortgage Volume Set at $30.7 Billion for First Quarter 


HUD has released statistics on the volume of mortgage lending activity showing that $30.7 billion of 
home mortgages was closed during the first quarter of 1980. Of the total, 3.7 billion or 12 percent were 
FHA-insured, $3.2 billion or 11 percent were VA-guaranteed, and $23.8 billion were conventional 
mortgages. The loan origination dollar volume for the period is 16 percent below that for the same 
period a year ago. 


Loans for new homes totaled $12.2 billion or 40 percent of the total home loans closed in the first 
quarter, while loans for existing homes totaled $18.5 billion. New homes accounted for 34 percent of the 
total home loans closed in the first and fourth quarters of 1979. Purchases of home mortgage loans 
totaled $16.8 billion in the first quarter of 1980, up 8 percent from the first quarter a year earlier. 
FHA-insured and VA-guaranteed loans accounted for 50 percent of home loans purchased in the first 
quarter. 


Among lender groups, federally supported pools purchased $6.4 billion of home loans and Federal 
credit agencies purchased $5.1 billion in the first quarter, up 15 percent and 7 percent respectively , from 
the first quarter of 1979. For savings and loan associations and commercial banks, home mortgage loan 
sales as a proportion of gross acquisitions increased from 18 and 13 percent in the first quarter of 1979 to 
24 and 20 percent, respectively, in the first quarter of this year. 


HUD reported that at the end of March 1980, the total mortgage debt outstanding was $1,227 billion, of 
which $796 billion was long-term loans for one-to-four-family homes; $108 billion was long-term loans 
for multifamily properties; and $251 billion was long-term loans for nonresidential and farm properties. 
Of the $60 billion of construction loans outstanding, $26 billion were home construction loans, $12 
billion were multifamily construction loans, and $21 billion were nonresidential construction loans. 


At about the same time, HUD released the results of its June 1 option survey of mortgage market 
conditions, the first such survey since the maximum permissible interest rate for HUD/FHA-insured 
home mortgages was reduced from 13 to 11.50 percent. Nationally, the secondary market price for 
immediate delivery of HUD/FHA 11.50 percent new home mortgages with 30-year terms and 
minimum downpayments averaged $97.00 per $100 of the outstanding loan amount. The equivalent 
gross yield to investors was 11.99 percent. 


The percentage of HUD field offices reporting that funds were generally adequate for financing Section 
203(b) home mortgages on June 1 edged up 1 percentage point to 89 percent, compared to the 88 percent 
response a month earlier. A year ago, 96 percent of the field offices reported adequate funds. 


For conventional first mortgage loans, the June 1 survey showed that the national average interest rate 
contracted to be paid by borrowers on both new and existing homes declined by 235 points to 13.20 
percent from 15.55 percent the previous month. The declines in conventional mortgage rates for both 
new and existing homes prevailed in all geographic areas. 








HUD Issues Results of First Urban Impact Analyses 


A Federal community impact analysis, the first under the Community Conservation Guidelines 
conducted for HUD, has concluded that Duluth, Minn. , would suffer a significant economic setback if a 
proposed 660,000-square-foot shopping mall is constructed in suburban Hermantown. The U.S. Army 
Corps of Engineers, the Environmental Protection Agency, and the Department of Transportation 
also participated in the study conducted at the request of the mayor of Duluth. 


**This first example of an impact analysis has proven the value of the process,’” HUD Secretary Moon 
Landrieu said. ““By examining the facts we have seen that Duluth would lose more than 500 low- and 
moderate-income jobs, more than $30 million annually in retail sales, and $448,000 in sales and 
property taxes. 


“*In addition to a fiscal and economic blow, Duluth’s downtown revitalization efforts — totaling more 
than $60 million in the last five years — would be significantly hurt,’’ the Secretary added. 


The Community Conservation Guidelines, announced on November 26, 1979, are designed to assure 
that Federal policies, grants and decisions do not have the unintended effect of eroding existing 
commercial centers, whether they are located in center city, suburban or rural areas. Analyses specified 
under the guidelines may be requested by the chief elected official of any locality. The guidelines only 
apply to pending Federal actions and require responsible Federal agencies to consider mitigating options 
when an analysis indicates a probable negative urban impact. 


Robert C. Embry, Jr., Assistant Secretary for Community Planning and Development, said: ‘‘ Analysis 
of the proposed development proves clearly that Government — at all levels — must be aware of the 
unintended effect of its action. President Carter has stressed this responsibility in his National Urban 
Policy.’’ Assistant Secretary Embry said that HUD was pleased by the cooperation received from the 
Corps of Engineers, DOT and EPA. ‘‘The process,’’ he added, ‘‘was thorough, it was fair, and the 
final report took the comments of all parties into consideration.”’ 


Marshall Kaplan, Deputy Assistant Secretary for Urban Policy, said the ‘‘overwhelming evidence is that 
the construction of the suburban mall would seriously endanger revitalization efforts now underway in 
downtown Duluth. Federal encouragement of this new development would be costly and harmful.”’ 


There are 22 requests for impact analyses pending; 12 studies are underway and final reports on 
Clarksburg, W. Va., and Asheville, N.C. are expected in several weeks. 


Program Changes to Broaden Homeownership Opportunities 


Recent changes in the Rehabilitation Mortgage Insurance program, Section 203(k) of the Housing Act of 
1934, as amended, promises to open up the homeownership market to more Americans and to improve 
the existing housing stock. HUD Secretary Moon Landrieu said the changes, which went into effect 
June 20, now provide that Section 203(k) insurance cover the cost of purchasing, refinancing, as well as 
rehabilitating single-family homes. He said that the maximum mortgage amount under the amended 
section has been increased from $12,000 per unit to $67,500. 


**This revision,’’ the Secretary said, “‘will allow moderate-income families — who could qualify for an 
FHA-insured home loan, but not otherwise afford a high-priced new home — to buy an attractively 
priced existing house with a single loan at long-term rates.”’ 


Under the revised program, HUD may now endorse Section 203(k) mortgage insurance before any 
improvements begin to enable the borrower to pay for the rehabilitation. The loan amount insured will 
be based on the estimated value of the property after the rehabilitation is finished. 


Landrieu said the innovation in the mortgage insurance program ‘demonstrates our commitment to 
provide decent housing, improve the property environment, and also expand consumer choice in the 
housing market.”’ 
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HUD to Test Energy Conservation Measures 


Public housing agencies (PHA’s) across the Nation have been notified of a recently announced set-aside 
of $5 million of loan authority from FY 1980 Modernization Program funds for testing energy 
conservation measures on low-income housing projects owned by PHA’s. The measures to be tested will 
be hardware-related improvements that are relatively untested in public housing. 


The purpose is to test the cost-effectiveness and adaptability of commercially available products that are 
expected to reduce the use of energy and the cost of utilities. Included in the energy conservation 
measures to be considered are heat recovery devices, new thermostats and heating controls, improved 
furnaces and boilers, and conversions to renewable energy sources. 


In addition to the energy conservation testing, HUD has set aside $25 million of loan authority for 
converting PHA-owned heating plants from fuel oil to other fuels. Under the fuel conversion program 
HUD will: 


® encourage single-family developers to include passive and active solar energy and energy 
conservation measures when planning sites and buildings; 


@ request energy audits of Section 8 new construction, subsidized insured housing projects, and HUD- 
owned or mortgage held projects; 


® encourage the development of projects which use solar energy systems and provide the maximum 
permissible mortgage amounts and financial assistance to accommodate such systems; 


@ place greater emphasis on the trade-off between energy conserving capital costs and subsequent 
operating expenses in underwriting single and multifamily housing; 


@ develop procedures and materials to encourage and finance the addition of energy conserving features 
to existing single-family homes upon transfer; and 


@ reemphasize and clarify its requirements for an energy audit on each subsidized insured housing 
project applying for flexible subsidy. 


The non-regulatory administrative actions will be implemented by the Office of the Assistant Secretary 
for Housing-Federal Housing Commissioner. 


Housing Starts Dip to 5-year Low for May 1980 


The construction of new homes dipped 11.5 percent in May to the lowest annual rate since February 
1975. According to the U.S. Department of Commerce, builders started new homes at an annual rate of 
920,000 units. The annual rate in April was 1.04 million. In May 1979, the rate was 1.8 million. May 
1980 marked the eighth consecutive month in which housing starts decreased. The annual rate is now 49 
percent lower than it was a year ago. 


The Department also reported that starts of single-family housing declined 2.4 percent to a 616,000 rate, 
down from a 631,000 rate a month earlier and 49.9 percent below the year-earlier mark of 1,229,000. 
Starts of multifamily housing units dropped 25.5 percent in May to a 304,000 level, and 46.9 percent 
below the year-earlier rate of 572,000. 


Building permits for private housing construction were issued at an annual rate of 806,000 units, 2.2 
percent above April’s rate of 789,000 units, but 51 percent lower than the rate in May 1979. Single- 
family permits were up 3.4 percent in the latest report period but 53.3 percent below the May 1979 
level. Sales of used homes declined to a seasonally adjusted annual rate of 2.2 million units, the lowest 
mark in more than five years. 


A Commerce spokesman said the May report of housing starts is ‘“bad news for both home builders and 
potential home buyers.” 





HUD Issues Regulations on Graduated Payment Mortgages 


New regulations for the alternate Section 245(b) Graduated Payment Mortgage (GPM) program went 
into effect on June 30, although HUD will accept comments on the regulations until July 29. The new 
program lowers downpayments to the level of the FHA-Section 203(b) program and is expected to make 
homeownership available to more homeseekers. 


It provides for an alternative program which permits the principal obligation of the mortgage to rise 
during the mortgage term to an amount higher than the initial appraised value of the property, and 
authorizes graduated payment mortgage plans for a period of 10 years at an interest rate of 4.9 percent 
annually. It also permits GPM plans for five years at an interest rate of 7.5 percent a year. 


The regulations, published in the May 30 edition of the Federal Register, contain the following 
limitations: 


@ the program is only available to would-be buyers who have not owned a home within three years of 
the application date; 


® activity under the program cannot exceed 10 percent of the total amount of FHA one- to four-family 
mortgages insured in the preceding fiscal year or 50,000 mortgages, whichever is greater; and 


@ the program is limited to those who normally would be unable to qualify for the Section 245 program 
or other FHA-insurance programs. 


President Reappoints Rothchild to NCHP 


President Carter has announced his intention to nominate Kennon V. Rothchild, Mahtomedi, Minn. , for 
reappointment as a member of the Board of Directors of the National Corporation for Housing 
Partnerships (NCHP). Rothchild has been a member of the NCHP board since 1978. He is chairman of 
the board and chief executive officer of H. & Val J. Rothchild, Inc. , a mortgage banking firm, and of 
Rothchild Financial Corp. 
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